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ABSTRACT 



This report provides information on the uses of federal 
education funds for administration, instruction, and other purposes, as 
required under Section 14204(a) of the Elementary and Secondary Education Act 
(ESEA) , by examining alternate definitions of administrative spending, 
analyzing available data collected by the U.S. Department of Education and 
other sources, and reviewing other studies of administrative spending. The 
key issues examined include: "How is administrative spending defined in 

various reports, data collections, and federal education laws or guidance?"; 
"What issues should be considered in developing a definition for 
administrative costs in federal education programs?"; "What percentage of 
federal education funds are spent for administration, instruction, and other 
purposes at the state, district, and school levels?"; "What percentage of 
federal education funds reach school districts, schools, and classrooms?" ; 
"What other agencies receive federal education funds and why?"; "How do the 
uses of federal education funds compare to the uses of state and local 
funds?"; and "How do states, districts, and schools spend administrative and 
other noninstructional funds?" The report utilizes data, drawn primarily from 
the 1995-96 school year, on allocations and expenditures for a number of 
major federal education programs that provide support for elementary and 
secondary education. (RJM) 
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EXECUTIVE SUMMARY 



Public concern about administrative spending in education is often driven by a perception that 
money not spent at the school or classroom level is money that does not affect student learning. 
Some researchers have reported very low percentages of school district funds being spent on 
instruction, causing people to wonder: where does all the money go? The concern may be 
heightened by wide variations among different data sources and studies in the share of funds used 
for instruction and administration. While these disparities may be due in part to differences among 
the particular school districts included in the various analyses, they also are strongly affected by the 
definitions and rules used to classify particular expenditures as instruction, administration, and 
other categories. 

This report provides information on the uses of federal education funds for administration, 
instruction, and other purposes, as required under Section 14204(a) of the Elementary and 
Secondary Education Act (ESEA), by examining alternate definitions of administrative spending, 
analyzing available data collected by the U.S. Department of Education and other sources, and 
reviewing other studies of administrative spending. 

Key issues examined in this report include: 

• How is administrative spending defined in various reports, data collections, and federal 
education laws or guidance, and in what ways do these definitions differ? 

• What issues should be considered in developing a definition for administrative costs in 
federal education programs? 

• What percentage of federal education funds are spent for administration, instruction, and 
other purposes at the state, district, and school levels? 

• What percentage of federal education funds reach school districts, schools, and classrooms? 
What other agencies receive federal education funds and why? 

• How do the uses of federal education funds compare to the uses of state and local funds? 

• How do states, districts, and schools spend administrative and other noninstructional funds? 

The report utilizes data on allocations and expenditures for a number of major federal education 
programs that provide support for elementary and secondary education, relying primarily on data 
for the 1995-96 school year obtained from two sources: 

• A U.S. Department of Education data collection on the distribution of state-administered 
federal education funds for FY 1995 (which corresponds to the 1995-96 school year). The 
“GEPA 424” report, mandated under Section 424 of the General Education Provisions Act, 
provides information on the distribution of funds for a wide range of federal programs 
supporting elementary and secondary education, including the amounts retained at the state 
level and allocated to school districts and other agencies. 
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• Data from the Coopers & Lybrand Financial Analysis Model provided by Milwaukee, by 
South Carolina for 33 of its school districts, and by Rhode Island for seven of its districts, 
as well as published data for 13 other school districts for earlier school years. This source 
provides information about the uses of federal education funds at the district and school 
levels for instruction, instructional support, administration, and other purposes. The 
Coopers and Lybrand model provides detailed information on expenditures from Title I 
funds as well as “general education” funds, but does not usually break out spending data for 
other federal programs. However, South Carolina has adapted the model to enable separate 
reporting for the federal Safe and Drug-Free Schools, Vocational Education and IDEA 
special education programs. 

In addition, the report also utilizes earlier data from the U.S. General Accounting Office (GAO), 
the National Assessment of Chapter l, 1 and the National Center for Education Statistics (NCES). 

When examining the use of education funds for administration, it is also important to see the larger 
picture of where the rest of the money is going. Consequently, this report discusses the uses of 
federal and other education funds for administration in the context of other uses of the funds — 
including instruction, professional development, curriculum development, and student support 
services — in order to provide a more complete picture of where the federal education dollar goes. 



Definitions of Administrative Spending 

Wide variations among different data sources and studies in the share of funds used for instruction 
and administration can result from differences in the definitions and rules used to classify particular 
expenditures as instruction, administration, and other categories. This report describes various 
definitions of administrative costs and activities described in law and guidance, definitions used by 
researchers, and issues that should be considered in developing a definition of administrative costs 
for federal education programs. 

Although the Elementary and Secondary Education Act does not contain a general definition of 
administrative expenditures that state and local education agencies must use for covered programs, 
individual program statutes sometimes describe categories of administrative expenditures 
as well as other state-level activities that are listed in addition to state administration, and the 
distinction between administrative or as “other” state-level activities is not always consistent across 
the various statutes. For example: 

• Developing standards and assessments is considered a Title I state administrative activity 
(under Title XIV) but is considered a program activity under Title II and probably also 
under Goals 2000, since that is one of the basic purposes of the program. 

• Technical assistance is considered administrative under Title XIV, IDEA, and Vocational 
Education, but is considered a program activity under Titles II, IV, and VI. 



1 The Chapter 1 program was renamed “Title 1” in the 1994 reauthorization of the Elementary and 
Secondary Education Act. For clarity, this report will refer to the program as Title 1 even when discussing data 
collected prior to reauthorization. 
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• Curriculum development is considered administrative under Title XTV but a program 
activity under Title IV and Vocational Education. 

For this report, in re-analyzing district-level data based on the Coopers & Lybrand model, we use a 
relatively inclusive definition of administrative spending that comprises three categories: district 
administration, school administration, and business services. For general education funds, district 
administration includes superintendents, school boards, senior administrators, legal services, 
research and program evaluators, and other central office staff; school administration includes 
principals and assistant principals; and business services include payroll, purchasing, personnel, 
accounting, and data processing. For federal education programs, administrative costs will 
typically include salaries and expenses for district- and school-level federal program coordinators. 



U.S. Department of Education Programs that Support Elementary and Secondary Education 

Programs authorized under the Elementary and Secondary Education Act account for $9.7 billion, 
or 30 percent of the Department’s budget. Almost all (96 percent) of the ESEA funds are spent for 
seven programs: Title I, Impact Aid, Safe and Drug-Free Schools and Communities, Innovative 
Education Program Strategies, Eisenhower Professional Development, Bilingual Education, and 
Magnet Schools Assistance. 

In addition, a number of programs authorized under other legislation also provide support for 
elementary and secondary education. Goals 2000 and the Individuals with Disabilities Education 
Act (special education) are focused on K- 12 education, while Vocational Education, School-to- 
Work Opportunities, and Adult Education programs provide services in elementary and secondary 
settings as well as at the postsecondary level and in the workplace. If all of these funds are 
included, then “elementary and secondary education” accounts for 47 percent of the Department’s 
budget. The remaining funds go primarily to financial aid for postsecondary students (45 percent) 
and vocational rehabilitation programs (8 percent). 



Funds Retained by the U.S. Department of Education 

Funds for Departmental administration of federal education programs are not actually reserved or 
retained from individual program appropriations, but instead are provided through separate line- 
items in the Department’s budget. For FY 1999, the Department budgeted a total of $461 million 
for Departmental management, or 1 .2 percent of its entire budget. Total staffing for the 
Department in FY 1999 is budgeted at 4,623 full-time equivalent staff, which amounts to an 
average of one employee for every $8 million in program spending. 

Looking specifically at programs related to elementary and secondary education, the Department 
will spend approximately $87 million in FY 1999 for salaries and expenses to administer $20 
billion in program funds; thus, the cost of federal program administration is about 0.4 percent of 
total program funds. If spending for federal research, leadership, and operations costs is included 
(by allocating a proportionate share to elementary and secondary education), this would bring the 
amount of federal elementary and secondary education funds spent at the federal level to $109 
million, or 0.5 percent of program funds. 



Funds Retained at the State Level 



Most federal funds for elementary and secondary education flow through state-administered 
programs, and these statutes permit states to retain a portion of the funds for program 
administration and other state-level activities. Data on the amount of funds that states actually use 
for the administration of federal programs is not available for most programs, but the Department 
does collect annual data on the amount of funds that are retained for all state-level activities, 
including but not limited to program administration. These state-level activities vary by program 
but may include services and activities such as technical assistance, professional development, 
development of standards and assessments, program evaluation and accountability systems, and 
direct services for children in state institutions. 

• Overall, state agencies retained 4 percent of FY 1995 funds for state-level activities. States 
retained smaller percentages of funds, on average, from ESEA programs (2 percent), and 
only 1 percent of the funds from Title I. 

• On average, states retained substantially less than the maximum permitted under the 
program statutes, where such maximums were specified. For example, states retained less 
than the statutory maximums for Safe and Drug-Free Schools State and Local Agency 
Programs (5 percent vs. 9 percent), Innovative Education Program Strategies (9 percent vs. 
20 percent), Eisenhower Elementary/Secondary Grants (5 percent vs. 10 percent) and 
IDEA programs for children with disabilities (8 percent vs. 25 percent). 

• The GAO reported that, in 1993, federal funds amounted to 41 percent of SEAs’ total 
operating funds. However, this figure counted dollars for certain federal programs that are 
not usually operated by SEAs — notably Vocational Rehabilitation and the Disability 
Determination Service — which accounted for high proportions of total federal funds used 
for SEA operations in SEAs that operated these programs. When GAO restricted its 
analysis to 10 core programs, the federal share of SEA operating funds dropped to 

29 percent. 

• Total SEA operating funds amounted to $46 per pupil, and federal funds (from the 10 core 
programs) used for SEA operating expenses amounted to $12 per pupil. 



Share of Funds Allocated to School Districts and Other Service Providers 

School districts receive a large majority of the funds from federal elementary and secondary 
education programs. Across the nine largest ESEA programs, the percentage of federal funds 
distributed to school districts averaged 96 percent in FY 1995. For a larger set of 15 programs that 
includes IDEA, Perkins Vocational Education, and Adult Education, school districts received 
90 percent of the funds. 

Some programs are not intended to provide funds only to school districts, because other agencies 
may also provide services and may be more appropriate providers for some groups. For example, 
vocational education, school-to-work, and adult education programs are often offered through 
community colleges and other postsecondary institutions as well as at secondary schools. 
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Frequently the allocation of funds to service providers other than school districts reflects the 
statutory requirements governing the allocation of these funds. 

• School districts received nearly all (95 to 100 percent) of the funds appropriated in FY 1995 
for Title I, Impact Aid, Bilingual Education, Magnet Schools Assistance, Indian Education, 
and Emergency Immigrant Education. School districts also received high percentages of 
funds from Safe and Drug-Free Schools State and Local Educational Agency Programs 

(94 percent), Goals 2000 (93 percent), Eisenhower Elementary/Secondary Grants 
(91 percent), IDEA Grants to States (91 percent), Innovative Education Program Strategies 
(90 percent), IDEA Preschool Grants (88 percent), and Education for Homeless Children 
and Youth (88 percent). 

• Colleges, universities, and other postsecondary institutions received substantial portions of 
the funds for Eisenhower Higher Education Grants (91 percent), Perkins Vocational 
Education (31 percent), Adult Education (25 percent), and School-to-Work Opportunities 
programs (14 percent). 

• Other local agencies such as community organizations, social services agencies, police 
departments, and local partnerships between employers and educators receive substantial 
portions of the funds for Safe and Drug-Free Schools and Communities Governor’s 
Programs (63 percent), the IDEA Infants and Toddlers with Disabilities program 

(50 percent), and School-to-Work Opportunities programs (27 percent). 

Overall, the share of funds that reach local service providers, including school districts, colleges 
and universities, and community organizations, averaged 96 percent across the 15 largest 
elementary and secondary programs, and 98 percent for the nine largest programs authorized under 
the Elementary and Secondary Education Act. 



How School Districts Spend Title I Funds 

Information on the share of federal education funds used for administration, instruction, and other 
functions at the school district level is very limited, because obtaining this level of detail is labor- 
intensive and burdensome. Although research is underway to obtain more complete data, most 
information available pertains to Title I, the largest of the federal elementary and secondary 
education programs. 

• Local administration. The Abt national survey found that 4 percent of local Title I funds 
was used for administrator salaries. GAO found that administration costs ranged from 6 to 
13 percent of total spending, with an average of 10 percent. Using the Coopers & Lybrand 
model, administration accounted for 4 to 10 percent of Title I funds. 

• Instruction. Most data indicate that about four-fifths of Title I funds are used specifically 
for instruction, ranging from a high of 88 percent in the Rhode Island districts to 73 percent 
in the GAO study. However, the uses of these funds varied substantially: the Rhode Island 
districts used a much higher percentage for teacher salaries (81 percent, compared to 

55 percent in the Abt national survey), and Milwaukee spent much higher amounts on 
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computers (15 percent) and instructional materials (7 percent), compared to a total of 
8 percent in the Abt survey. 

Instructional support. Districts also varied widely in their uses of Title I funds for 
instructional support activities, including professional development, curriculum and 
program development, counseling and other student support services, and student health 
services. The share of funds used for instructional support ranged from about 2 percent in 
the Rhode Island districts and some of the districts that GAO studied, to 15 percent or more 
in Milwaukee, the South Carolina districts, and two of the GAO districts. Milwaukee spent 
more for professional development (7 percent, compared to 1 percent in the South Carolina 
and Rhode Island districts), whereas the South Carolina districts spent more on student 
health services (8 percent, compared to less than 1 percent in Milwaukee and the Rhode 
Island districts). 



How School Districts Spend Other Federal Funds 

South Carolina provides information on a larger set of federal programs than the original 
Coopers & Lybrand model, which provides a separate breakout only for Title I. These data show 
that, in the 33 districts for which data was available, instruction and instructional support account 
for high percentages of total spending in other federal programs, including Safe and Drug-Free 
Schools (86 percent), IDEA special education (83 percent), and Perkins vocational education 
(97 percent). 

• Administration accounted for 8 percent of spending across all of the federal programs 
reported, including Safe and Drug-Free Schools (10 percent), IDEA special education 
(16 percent), Perkins vocational education (3 percent), and Title I (6 percent). 

• Across all federal programs, instruction and instructional support accounted for 88 percent 
of the funds; the remaining funds went for administration (8 percent), food services 

(2 percent), and operating costs (2 percent). 



Share of School District Funds that Reaches the School and Classroom Levels 

Limited information is currently available on the amount of federal funds that reaches the school or 
classroom level. However, some evidence suggests that, at the local level, a greater share of federal 
funds actually reaches the classroom, compared to state and local funds. This is not surprising, 
because school districts have expenses that are not usually covered by federal education programs, 
including facilities maintenance and utilities, capital expenditures, and student transportation. 

• Data provided by Milwaukee and by Rhode Island for seven of its school districts using the 
Coopers & Lybrand model indicate that these districts used 79 percent and 88 percent, 
respectively, of their Title I funds for instruction, compared to 50 percent and 61 percent, 
respectively, of their general education funds. Instruction and instructional support together 
account for 94 percent of Title I funds in Milwaukee and 91 percent in the Rhode Island 
districts, compared to 57 percent of general education funds in Milwaukee, and 69 percent 
in the Rhode Island districts. 
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The GAO analysis of eight school districts found that these districts devoted 73 percent of 
Chapter 1 funds to classroom services in 1990-91, compared with 62 percent of state and 
local funds. 

NCES data show that school districts nationally spent, on average, 62 percent of their funds 
(in current expenditures) on instruction and 1 1 percent on administration (including general 
administration, school administration, and business services) in 1994-95. The remaining 
funds were used for instructional support services and student services (9 percent), facilities 
maintenance and utilities (9 percent), transportation (4 percent), and food services 
(4 percent). 



Share of Federal Elementary and Secondary Education Funds that Reaches School Districts, 
Schools, and Other Service Providers 

Based on the above findings, we can estimate the total share of the federal K-12 education dollar 
that reaches school districts and other service providers. Funds spent at the federal and state levels 
account for about 4.5 percent of total funding for elementary and secondary education programs 
administered by the U.S. Department of Education. Thus, the remaining 95.5 percent of federal 
elementary and secondary education funds is spent at the local level by school districts and other 
service providers. About 88.5 percent of the funds goes to school districts, 3.5 percent goes to 
colleges and universities, and 3.4 percent goes to community agencies and other service providers. 

Although limited information is available on the share of federal education funds that reaches the 
school or classroom level, the data presented in this report can support rough estimates about the 
share that is used for instruction and services that directly support instruction: 

• For Title I, an estimated 88 to 92 percent of funds are used for instruction and instructional 
support. 

• Overall, an estimated 84 percent of federal elementary and secondary education funds are 
used for instruction and instructional support. 

It is important to keep in mind that funds that are used for activities and services other than 
instruction and instructional support are not necessarily funds that are “wasted” by the education 
bureaucracy. School meals for disadvantaged students, violence and drug prevention efforts, and 
repairs and upgrades to school facilities help to remove impediments to learning and may enable 
students to focus more productively on learning. And strong leadership is as important to the 
effectiveness of education as it is in business and other public- and private-sector enterprises. 

While spending federal and other education funds on administration does not guarantee effective 
leadership, neither does it mean that these funds are being diverted from activities that improve the 
quality and effectiveness of education for American students. 
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Continuing Work on Administrative Spending 



More complete data on administrative spending in federal education programs will become 
available through a Department of Education study of resource allocation in five federal programs, 
collection of annual data on state uses of Title I funds for state administration, wider 
implementation of the Coopers & Lybrand Financial Analysis Model, and NCES work to develop 
school-level reporting systems on administrative and other spending. 

• Inspector General’s Audit. This audit is examining the percentage of Title I and 
Vocational Education funds that reach the school level, and the types of expenditures for 
these programs at the district and school levels, based on a random sample of 36 school 
districts in six states. The report is scheduled to be released in late spring 1998. 

• Resource Allocation Study. This study will include an analysis of the share of funds used 
for administration, instruction, and other purposes at the state, school district, and school 
levels for six major federal education programs: Titles I, II, III, IV, and VI of ESEA, and 
Goals 2000. The study will also examine how the funds retained at the state and district 
levels are used (e.g., technical assistance, professional development, development of 
standards and assessments, and program evaluation). Data collection is planned to take 
place in the spring of 1998, with a final report in early 1999. 

• Uses of Title I funds for State administration. Beginning in the 1997-98 school year, 
states will be asked to provide, in their annual state performance reports, information on the 
proportion of Title I state administrative funds spent on: (1) basic program operation and 
compliance monitoring; (2) statewide program services such as development of standards 
and assessments, curriculum development, and program evaluation, and (3) technical 
assistance and other direct support to local educational agencies and schools (as required 
under Section 14204(a)(2) of ESEA). 

• Coopers & Lybrand Financial Analysis Model. As this model is implemented in a wider 
range of school districts, it will enable analysis of the use of Title I funds for administrative 
and other functions for a larger sample of districts. NCES is considering the possibility of 
becoming a repository for these data, which would make the data more easily accessible for 
analysis and benchmarking. 

• NCES school-level finance data systems. NCES is continuing work on models for 
obtaining school-level data on spending for administration, instruction, and other functions. 
Options currently being explored include (1) the addition of school financial information to 
its Schools and Staffing Survey data collection, (2) collecting and disseminating data from 
school districts that use the Coopers & Lybrand model, and (3) using the NCES web page 
to “point” users to state websites that contain school-level finance data. This work may 
yield information about appropriate or typical levels of spending on administration and 
other functions in different types of school districts, which may help school districts and 
communities identify potential areas where administrative expenses might be reduced. 
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